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PRESIDENT’S LETTER 


To Our Stockholders: 

The Corporate year just ended was marked by a continuation of the Com¬ 
pany’s vigorous performance, bringing sales and profits surpassing all previous records. 

Consolidated sales advanced 8.4 percent over last year, while net earnings 
climbed 15.8 percent, from $2,636,610 to $3,053,071. As a result, the earnings per share 
amounted to $2.31 when applied to the 1,315,862 common shares outstanding at year-end, 
compared to $1.99 per share the preceding year on the same number of shares. 

This is the fifth consecutive year in which the consolidated net earnings have 
increased, with this year being over fifty percent in excess of the comparable result in the 
year ending February 25, 1962. It also is an extension of the record of increases in sales 
each year since the inception of the Company. 

It is significant to note that a large part of both the increase in sales and prof¬ 
its resulted from the addition of diversified lines in our retailing pattern, particularly in 
Hart Stores Company Family Centers, with drug and sundry merchandise generally also 
representing a large increase in sales and profits in Big Bear Stores. Gains were distributed 
widely in these expanded fields, and were utilized effectively to offset increased wage rates 
and higher costs in other operations. 
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Our invasion of the discount store field with the opening of the Harts Family 
Centers, has projected the Company into essentially the department store retail operation 
in which many new problems essentially different from those encountered in grocery 
retailing have occurred and been solved by management. 

Emphasis on completely integrated marketing, particularly in meats, from the 
farm, to the packer, to our own coolers, to pre-packaging, and in some stores to custom 
aging, is only a part of our effort to serve our customers more effectively. The same is true 
of the operation of our bakery acquired several years ago, which allows us to control the 
specifications of quality bakery products and eliminates every dollar of unnecessary cost in 
manufacture and distribution of baked goods. The efficiencies in operation and distribution 
effected by Big Bear and other major chains is indicated by the fact that food prices, 
according to the U. S. Bureau of Labor Statistics, decreased the last five months of our 
fiscal year, while other industrial and service costs increased. 

The Board of Directors increased the quarterly cash dividend to 25 cents at 
January 4, 1967, the establishment of which is expected to continue, which will result in 
cash dividends in 1967 of $1.00 per share. Even with the increase in dividends, the stock¬ 
holders’ equity continued to grow, and the Company remained in a sound financial posi¬ 
tion. Working capital totaled $12,138,781 at the year-end, an increase of $1,890,023 
over last year. 

In order to strengthen our organization, the training program for employees 
has been expanded to keep our present employees interested and motivated, while at the 
same time attract other desirable talent to our Company. The coverages included in the 
employees insurance program were greatly increased this year making our plan one of the 
best in the industry. At the same time, improvements in other employee benefits were 
inaugurated to insure our excellent employee relations. 

During the year our aggressive promotional advertising campaign was con¬ 
tinued with the emphasis on lower prices and quality merchandise. 

On July 27, 1966 a new drug store was opened in the Golden Bear Center 
located at Fishinger Road and U.S. Route 33, and in addition, on December 14, 1966, a 
new Big Bear supermarket was opened at Circleville, Ohio. 

Construction has started on a new Big Bear store, located in the Northwest 
Shopping Center at Henderson and Reed Roads in northwest Franklin County, which 
plans call for opening in early fall of this year. Other Big Bear and Harts Family Center 
sites are presently under study with announcement of openings to be made known in the 
near future. 

We have not only expanded and remodeled our store facilities, but our office 
facilities have recently been remodeled to include more space for our Data Processing 
Department, where we have installed a new IBM 360 series computer, the very latest in its 
field. This new equipment will provide greater efficiency in buying and inventory control 
of merchandise, as well as speedier distribution to individual retail units. 

I would like to thank our stockholders for their continued cooperation, our 
customers for their patronage, and point with particular pride to our organization and the 
loyalty of our employees, all of which contribute so much to the success of the Company. 



May 10, 1967 


3 







Statistical Summary of Past Two Years 

FOR THE 52 WEEKS ENDED 



February 25, 

1967 

February 26, 
1966 

Sales and other income . 

$134,118,408 

$123,717,845 

Operating profit before federal tax based on income. 

5,660,758 


4,597,247 

Federal income tax (after investment credit) on operating 
profit . 

2,607,687 


2,055,873 

Net profit from operations . 

3,053,071 


2,541,374 

Capital gain, net of federal income tax . 



95,236 

Total net income (Note 1) . 

3,053,071 


2,636,610 

Percentage of operating profit after tax, to sales. 

2.27% 


2.05% 

Preferred dividend provision . 

11,530 


12,487 

Common stock: 

Earnings applicable . 

$ 3,041,541 

$ 

2,624,123 

Shares outstanding: 

Class B voting . 

186,766 


186,766 

Class A non-voting: 

In escrow . 

Other outstanding. 

Total common shares outstanding. 

86,603 

1,042,493 

1,315,862 


86,928 

1,042,168 

1,315,862 

Earnings per share: 

From operations . 

Capital gain, net. 

$ 2.31 

$ 

1.93 

.06 

Total . 

2.31 


1.99 

Common dividends paid (Note 2) . 

$ 1,073,738 

$ 

905,866 

Per share (Note 3) . 

.85 


.70 

Stock dividends issued. 



2% 

Super Markets in operation at year end. 

46 


45 

Harts Family Centers in operation at year end . 

4 


4 

Drug Stores (At independent locations) . 

4 


3 


Note 1: The amounts do not include the amount of income restored to retained earnings nor the addi¬ 
tional tentative estimated federal income tax applicable thereto for prior years, included in the 
special adjustment in “Statement of Income and Retained Earnings” shown elsewhere in this 
report. 

Note 2: Includes cash dividends paid in the year ended February 26, 1966 for fractional shares on stock 
dividends but excludes any value applicable to stock issued as a stock dividend. 

Note 3: This excludes cash paid for fractional shares in the year ended February 26, 1966, is applicable 
only to non-escrow common stock and represents only the quarterly cash dividends paid in each 
year. 

Dividends on Class A common stock remaining in escrow are restricted to a maximum of 16%0 
per share per calendar year. 
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CONSOLIDATED STATEMENT OF INCOME AND RETAINED EARNINGS 


52 WEEKS ENDED 



February 25, 
1967 

February 26, 
1966 

Gross sales and other income. 

$134,118,408 

$123,717,845 

Cost of sales and expenses, excluding depreciation . 

126,747,527 

117,480,348 

Profit before depreciation and federal tax based on income 

7,370,881 

6,237,497 

Depreciation . 

1,710,123 

1,640,250 

Operating profit before federal tax based on income. 

5,660,758 

4,597,247 

Federal income tax (after investment credit) based on 
operating profit . 

2,607,687 

2,055,873 

Net profit from operations for the current year. 

3,053,071 

2,541,374 

Capital gain attributable to sale of shopping center by 
subsidiary, after applicable federal income tax . 


95,236 

Net profit before special adjustments . 

3,053,071 

2,636,610 

Special adjustments: 



Provision for federal income tax — prior year, agreed 
portion (Note A) . 


(7,436) 

Excess of reinstated income over tentative estimated 
federal income tax applicable thereto, resulting from 
examination by the Internal Revenue Service of prior 
years income tax returns (Note C) . 

21,835 


Net profit to retained earnings . 

3,074,906 

2,629,174 

Retained earnings at beginning of year. 

11,614,131 

10,338,290 


14,689,037 

12,967,464 

Dividends: 



Paid in cash . 

1,085,268 

918,353 

2% Stock dividend (at market value on dividend date) 


434,980 

Total Dividends. 

1,085,268 

1,353,333 

Retained earnings at end of year . 

$ 13,603,769 

$ 11,614,131 


The accompanying notes are an integral part of this statement. 
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BEEF AT ITS BEST 



A pictorial view of cattle raised at Big Bear Farms. These steers are personally selected from 
herds all over the United States when they are young and tender and shipped to Big Bear Farms 
and other major packer and supplier feed lots, including Armour & Company, Hygrade Packing 
Company, David Davies Company, Swift & Company and The Ohio Packing Company. They are 
scientifically Tender-Fed to Big Bear's specifications to retain their natural tenderness to the peak 
of maturity. At this point all Big Bear Tender-Fed Beef must grade U.S.D.A. Choice or better. The 
result is the finest beef in the Mid West! 
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FROM BIG BEAR! 



After processing, all Big Bear Tender-Fed Beef is lazy-aged to perfection in temperature and humidity controlled 
aging rooms. Kitchen cleanliness and quality control are maintained at all times in Big Bear’s modern, natural¬ 
aging coolers with a full capacity of nearly 5,000 beef quarters. 



All Big Bear Tender-Fed Beef is processed into “Saw- 
ready” cuts at Big Bear’s central distribution center. 
This enables individual stores to maintain proper 
sales balance and to control waste and shrinkage 
by ordering only those cuts that are preferred by its 
customers. 



Big Bear Tender-Fed Beef cuts are shown here 
attractively displayed in sparkling, kitchen-clean, 
refrigerated cases ready for customer selection. 
Special custom, cut-to-order roasts, steaks and chops 
are also available at every Big Bear Store. 


7 












BIG BEAR STORES COMPANY AND 

COLUMBUS, 

CONSOLIDATED BALANCE 

(with comparative figures 

ASSETS 

February 25, February 26, 

1967 1966 


$ 4,925,091 


487,652 

11,920,678 

518,539 

76,049 

17,928,009 

217,368 

588,982 

9,989,122 

5,772,043 

1,893,008 

18,243,155 

10,212,068 

8,031,087 

548,397 

8,579,484 

$26,724,861 
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WHOLLY OWNED SUBSIDIARIES 

OHIO 

SHEET, FEBRUARY 25, 1967 

for February 26,1966) 


LIABILITIES AND STOCKHOLDERS’ EQUITY 



February 25, 

1967 

February 26, 
1966 

Current liabilities: 



Accounts payable and accrued expenses (Note B) . 

$ 5,394,781 

$ 5,067,411 

Federal income tax — current year . 

1,310,135 

1,053,266 

Tentative estimated federal income tax 

liability — prior years (Note C) . 


24,662 

Estimated cost of redeeming Buckeye Premium 

stamps issued and outstanding . 

1,553,256 

1,435,912 

Long term indebtedness, due within one year (Note D).... 

98,000 

98,000 

Total current liabilities . 

8,356,172 

7,679,251 

Note payable (Note E) . 

90,000 

90,000 

4%% sinking fund debentures due July 15, 1974, less 

amount payable to sinking fund within one year (Note D) 

1,198,500 

1,298,500 

Deferred federal income tax (Note F) . 

10,974 

83,442 

Deferred income on unredeemed Buckeye Premium stamps 
and other items . 

307,668 

243,216 

Total liabilities and deferred income (Note G) .... 

9,963,314 

9,394,409 

Stockholders’ equity (Note H): 



Prior preferred stock, 5% cumulative, $100.00 par: 
Authorized 3,500 shares: 

Issued and outstanding 2,024 shares. 

202,400 

240,000 

Common stock — stated value: 



Class A, non-voting, $.33% par value (Note I) 
Authorized, 1,300,000 shares: 

Issued and outstanding at February 25, 1967, 
1,129,096 shares of which 86,603 
are held in escrow (Note J) . 

4,452,335 

4,452,335 

Class B, voting, $.33% par value 

Authorized 275,000 shares 

Issued and outstanding at February 25,1967, 
186,766 shares . 

929,908 

929,908 

Paid in surplus (Note K) . 

95,199 

94,078 

Retained earnings (Note L) . 

13,603,769 

11,614,131 

Total stockholders’ equity . 

19,283,611 

17,330,452 

Total liabilities and stockholders’ equity. 

$29,246,925 

$26,724,861 
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REVIEW OF OPERATIONS... 


STATISTICAL SUMMARY OF PAST TWO YEARS 

Comparative results of the last two completed fiscal years, is presented on page 4, in the 
Statistical Summary. 

CONSOLIDATED GROSS SALES 

“Consolidated Gross Sales”, includes income from sales as well as services and other income, 
from Big Bear Stores Company and its wholly-owned subsidiaries, Hart Stores, Inc., Buckeye 
Premium Stamps, Inc., Big Bear Bakeries, Inc., and Zane Trail Realty, Inc., with inter-company 
sales eliminated therefrom. 

This year consolidated gross sales reached $134,118,408, an increase of $10,400,563 or 8.4% 
over last year’s total of $123,717,845. Much of the increase is the result of increased sales of 
non-food merchandise in Big Bear Stores as well as in the Hart Stores subsidiary. 

During the past year, a Big Bear Store was opened at Circleville, Ohio, bringing the number 
of super-markets in operation at year-end to forty-five. In addition, a drug outlet was opened in 
the Golden Bear Center in Columbus adjacent to the Big Bear Store already located in the same 
center. 

EARNINGS 

Although wage rates were higher and increased costs were incurred, the favorable effects of 
increased sales and change in sales-mix resulted in a substantial increase in the amount and rate 
of earnings from operations. This is indicated in the following schedules: 

Income Before Federal Income Tax Y.E. Y.E. 

2-25-67 2-26-66 Increase 

Amount . $5,660,758* $4,597,247* 23.13% 

Percent of sales . 4.22% 3.72% 

* Income before special adjustment. 

The federal income tax was reduced by the investment credit, which amounted to $56,490 in 
the fiscal year just ended and $141,198 in the preceding year. The provision for income taxes in 
the year was $2,607,687, representing an effective tax rate of 46.07 percent of earnings; last year 
the provision was $2,055,873 applicable to income before the special adjustment, or an effective 
rate of 44.72 percent. The effective rate was increased this year, by the smaller investment credit. 

Income After Federal Income Tax Y.E. Y.E. 

2-25-67 2-26-66 Increase 

Amount . $3,053,071* $2,541,374* 20.13% 

Percent of sales. 2.28% 2.06% 

* Income before special adjustment. 

Earnings per share this year were $2.31 compared with $1.99 last year. Common shares out¬ 
standing totaled 1,315,862 at the end of both years. 
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DIVIDENDS 


Cash dividends on Big Bear Stores Company Class A and Class B common stock not in 
escrow, totaled 85 cents per share, paid at the rate of 20 cents per share on April 1, July 1 and 
October 1, 1966 with 25 cents on January 4, 1967. This compared with a total of 70 cents and 2 
percent in stock last year. The Class A common stock in escrow received dividends of 16% 
cents in both years. 

The total cash dividends paid in the year just ended were $1,085,268 compared to $918,353 
the previous year, an increase of $166,915 or 18 percent. 


COMPARATIVE CONSOLIDATED STATEMENT OF FUNDS 

Following is a statement of source and application of funds during the last two years: 


Source of funds: 

Net profit (Note 1) . 

Depreciation (Note 2) . 

Decrease, (increase) in sundry assets . 

Loss, (gain) on disposition of assets . 

Proceeds of note . 

Increase in deferred income. 

Proceeds in sale of stock — net. 

Total Funds Provided . 

Application of funds: 

Cash dividends . 

Additions to property, plant . 

Reduction in long-term debt and retirement of stock 

Increase in working capital . 

Decrease, (increase) in deferred federal income tax . 
Total Funds Applied. 


Fiscal Years’ 

Ending In 

1967 

1966 

$3,074,906 

$2,629,174 

1,716,647 

1,640,250 

15,908 

( 1,573) 

35,192 

( 115,640) 


90,000 

64,452 

980 

1,121 

16,413 

$4,908,226 

$4,259,604 

$1,085,268 

$ 918,353 

1,722,867 

2,716,821 

137,600 

111,000 

1,890,023 

538,940 

72,468 

( 25,510) 

$4,908,226 

$4,259,604 


Note 1: The net profit shown herein includes the “Capital gain arising from the sale of a shopping 
center” during year ended February 26, 1966, and the “special adjustment” for years ended 
February 25, 1967 and February 26, 1966, included in the “Statement of Income and Retained 
Earnings”. Both items are described elsewhere in this report. 

Note 2: Depreciation for year ended February 25, 1967 includes $6,524 applicable to “special adjust¬ 
ment” included in the “Statement of Income and Retained Earnings.” 
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NOTES TO FINANCIAL STATEMENTS FEBRUARY 25, 1967 


NOTE A 

Depreciation of property, plant and equipment acquired 
prior to 1954 and subsequent acquisitions which do not qualify 
for accelerated depreciation methods under the U. S. Revenue 
Act of 1954, has been computed on a straight line basis over 
various estimated useful lives or lease lives. Depreciation on 
additions since March 1, 1954 which qualify for the faster 
depreciation write-off generally have been depreciated on the 
sum-of-the-years digits method. Depreciation claimed on the 
federal income tax returns filed by the Company is consistent 
with that reflected in the corporate financial statements. 


NOTE B 

The Corporation has non-contributory pension plans cover¬ 
ing all full time hourly and salaried employees. At February 
25, 1967 all past and current service liabilities, determined on 
an actuarial basis, were fully funded by assets held in various 
pension trust funds. In addition, the Company has a profit 
sharing plan providing deferred compensation incentives for 
eligible employees, under which, contributions are made each 
year to a separate profit sharing trust, in compliance with the 
formula contained in the profit sharing trust indenture. 

Total pension and profit sharing costs charged against 
operations were $423,521 in the current year compared to 
$309,292 last year. 


NOTE C 

During the year the U. S. Internal Revenue Service exam¬ 
ined the federal income tax returns filed for the last completed 
fiscal year of each company ended on or prior to February 26, 
1966, except for one subsidiary. The adjustments relating 
thereto are included in the special adjustment in the statement 
of income and retained earnings. The companies have paid or 
made adequate provision for any tax liability relating thereto. 
It is the intention of management to file suit to recover federal 
income taxes paid and relating to prior years, in an amount 
not yet determined. 


NOTE D 

The aggregate principal amount of debentures and addi¬ 
tional debentures which may be issued by Big Bear Stores 
Company, under the original indenture or indentures supple¬ 
mental thereto is $4,750,000, subject to certain restrictions 
included therein. The amount authorized and issued July 15, 
1954, under the original indenture was $2,000,000. During 
December, 1955, an additional $500,000 was issued under a 
supplemental indenture. 

As and for a sinking fund for the retirement of debentures 
prior to their expressed maturity, the Company is required to 
deposit with the trustee on November 1, of each year, to and 
including November 1, 1973, cash in the amount of $80,000 
plus four percent (4%) of the principal amount of all deben¬ 
tures authorized and issued under the indenture in excess of 
$2,000,000, and not in excess of $2,500,000 as of the end of each 
preceding fiscal year. During the current year $100,000 was 
retired through the sinking fund and $98,000 will be due to the 
sinking fund on or before November 1, 1967. For restrictions on 
dividends imposed by the debenture indenture, see Note L. 


NOTE E 

The terms of the agreement under which the note for $90,000 
was issued, provide that the note is payable upon demand by 
the payee, but only in the event of the happening of certain 
contingencies. The stipulations indicate that the note would not 
be called within one year, in all probability. 


NOTE F 

The method of computing income from premium stamps 
redeemed, presented in the financial statements differs from 
that used for income tax purposes. The tax attributable thereto 
at February 25, 1967 was $10,974. 


NOTE G 

At February 25, 1967, leases were in effect on warehouses, 
the general office, parking lots, and stores (operating stores 
and stores under construction) which provide for an annual 
net rental (not including real estate taxes or other expenses 
payable under the terms of certain of the leases) of approxi¬ 
mately $653,900 on leases expiring during the ten year period 
from February 26,1967 to February 25,1977; for approximately 
$952,800 on leases expiring during the ten year period from 
February 26, 1977 to February 25, 1987; and for approximately 
$238,300 on leases expiring after 1987. Leases on stores to be 
constructed are not included in the above figures. 

In computing these amounts the rental income on subleases 
has been deducted from gross rentals. Most store leases have 
renewal clauses exercisable at the option of the Company, with 
little or no increase in annual rental. Certain leases provide 
for additional rental payments based on sales volume, which 
amounts are not included in the net rentals shown, because of 
the indeterminate nature of the rentals. 


NOTE H 

In addition to the capital stock shown on the balance sheet, 
36,000 shares of preferred stock have been authorized but none 
issued. When and if issued, the preferred shares ($100 par 
value, entitled to $5 cumulative dividends) will be preferred 
as to dividends and liquidations over any other class of shares 
except prior preferred shares. No sinking fund for redemption 
of shares is required. Preferred shares may later be issued in 
exchange for common stock under “Agreement for Exchange 
of Stock” as outlined in Note J. The price at which the com¬ 
mon stock is to be exchanged for the preferred stock is $10 
per share. 

Under certain circumstances, the Company would be obli¬ 
gated to repurchase the preferred stock in later years. 

For further detail, see Note J and the exchange agreement. 


NOTE I 

At February 25, 1967, an option for 175 shares was outstand¬ 
ing and exercisable under a restricted stock option. During the 
year just ended no additional restricted options were granted, 
options for 325 shares were exercised, and options for 300 
shares were cancelled. 

On November 18, 1966 the Board of Directors adopted a 
Qualified Stock Option Plan under which options were granted 
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to key employees for the purchase of 10,000 shares of Class A 
common stock at the fair market value on the date the options 
were granted, of $14.88 per share. None of these options were 
exercised prior to February 25, 1967. 


The Class A common stock remaining in Escrow will share 
equally in dividends with all other common shares up to but 
not in excess of 16%0 cash per share per calendar year, until 
such time as said shares are released from Escrow. 


NOTE J 

86,603 shares of Class A non-voting stock is in the hands of 
an Escrow agent, held under the terms of an escrow agreement 
dated January 12, 1957. 

Under the ‘‘Agreement for Exchange of Stock” dated Janu¬ 
ary 12, 1957, preferred stock may be issued in exchange for 
shares of Class A common stock, unless the Company shall 
have acquired all of the 86,603 shares now in escrow in accord¬ 
ance with the schedule therein. The basis for the exchange 
and/or the amounts required are as follows: 


Number of 
Common 


Date Shares 

May 15, 1967 26,825 

May 15, 1968 29,880 

May 15, 1969 29,898 

Totals 86,603 


Number of Exchange or 

Preferred Purchase 

Shares Value 

2,682.5 $268,250 

2,988.0 298,800 

2,989.8 298,980 

8,660.3 $866,030 


It is the present intention of management to meet the May 
15, 1967 requirement by the purchase of 26,825 shares. No 
final determination relating to the balance has been made. 


NOTE K 

$22,208 included in Class A common stock has been 
re-classified to Paid-In Surplus on the balance sheet for Febru¬ 
ary 26, 1966, to be comparable with February 25, 1967. 


NOTE L 

The terms of the debenture indenture include limitations on 
the payment of cash dividends and the purchase of the Corpo¬ 
ration’s capital stock. If these could be interpreted to permit 
computation on a consolidated basis the amount available for 
the payment of future cash dividends would be $5,050,604 at 
February 25, 1967. Applying this provision to the parent Com¬ 
pany alone, the unrestricted amount of earned surplus would 
be $3,039,498. The amounts are in addition to the annual 
amount of $35,000.00 which is excluded from the restrictions. 

The Company may not pay dividends on common stock in 
event the payment of any dividend on prior preferred, or pre¬ 
ferred shares is in arrears, which restriction is not applicable 
at the balance sheet date, since all required prior preferred 
dividends have been paid. 


OPINION OF INDEPENDENT ACCOUNTANTS 

E. C. REDMAN 

CERTIFIED PUBLIC ACCOUNTANT 
79 E. State Street Columbus, Ohio 

May 10, 1967 

TO THE SHAREHOLDERS OF BIG BEAR STORES COMPANY 

We have examined the consolidated balance sheet of Big Bear Stores Company and subsidiaries 
as of February 25, 1967, and the related statements of consolidated income and retained earnings for 
the year (fifty-two weeks) then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting records and such 
other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying consolidated balance sheet and statements of consolidated 
income and retained earnings present fairly the financial position of Big Bear Stores Company, and 
subsidiaries as of February 25, 1967, and the results of their operations for the year (fifty-two weeks) 
then ended, in conformity with generally accepted accounting principles applied on a basis consistent 
with that of the preceding fiscal year. 

E. C. Redman 
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BIG BEAR... THE MIDWEST’S ORIGINAL SUPERMARKET 

46 Supermarkets Serving Central Ohio 

And West Virginia 
4 Harts Family Centers 

(Complete Department Stores) 

BIG BEAR GENERAL OFFICES AND WAREHOUSES 

770 WEST G00DALE BOULEVARD • COLUMBUS, OHIO 43212 







































